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E.O. 11652: N/A 
TAGS: EAID, EAGR, CE 

SUBJ: INCREASE IN WHEAT FLOUR PRICE 

REE: (A) COLOMBO 2132; (B) STATE 1 1 1952 

1. MONDAY, MAY 8 EDITION OF "SUN" NEWSPAPER CARRIED ANNOUNCE- 
MENT OF LONG-AWAITED FLOUR PRICE INCREASE. THE ARTICLE GIVES 
INCREASES OF FLOUR PRICE FROM RS. 60 CENTS TO RS. 72 CENTS 

PER POUND AND RS. 60 CENTS TO RS. 70 CENTS FOR LOAF OF BREAD. 

2. AS REFTEL A INDICATES, DECISION TO IMPLEMENT PRICE IN- 
CREASE CAME AS SURPRISE TO OFFICIALS OF FOOD COMMISSIONER'S 
(FC) OFFICE. DEPUTY FOOD COMMISSIONER DISCUSSED REFTEL A 
CONFIRMED IN TELEPHONE CONVERSATION MAY 8 HIS SURPRISE AT MOVE 
TO INCREASE WITH NO PRIOR NOTIFICATION FC'S OFFICE. HE ALSO 
EXPRESSED SURPRISE AT MODERATE LEVEL OE INCREASE AND STATED 
THAT HE EXPECTS AN ADDITIONAL INCREASE SOON, POSSIBLY AS PART 
OF PACKAGE MENTIONED REETEL A. 

3. EMBASSY INFORMED BY OTHER HIGH LEVEL SOURCE THAT ULTIMATE 
DECISION TO IMPLEMENT PRICE INCREASE WAS MADE BY PRESIDENT 
JAYEWARDENE WHEN HIS CABINET COULD NOT AGREE. 

LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 
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4. CABINET MEMBERS WERE DIVIED BETWEEN THOSE WHO FELT THAT 
INCREASE IN FLOUR PRICE AT THIS TIME WOULD BE TOO RISKY POLI- 
TICALLY, AND THOSE WHO FELT STRONG OBLIGATION TO MEET COMMIT- 
MENT TO IMF. CABINET FINALLY VOTED TO LEAVE FINAL DECISION 
TO PRESIDENT. 
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5. COPY OF "SUN " ARTICLE WHICH CONTAINS COMPLETE AND ACCURATE 
DETAILS BEING AIR POUCHED TO JOHN MALOTT, NEA/INS. 

WRIGGINS 


LIMITED OEFICIAL USE 
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